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Finnish Wages and Prices 


The new or revised Finnish labor agreements signed in 
March stipulate, among other things, that, if by September 
the cost of living index (October 1951=100) should have 
risen from the basic February 1956 index of 107 by at 
least 5 points, or to 112, wage earners will be entitled 
to start negotiations for wage adjustments. The increase 
in some taxes and charges effected in the spring to improve 
the budget position resulted in a rise in consumption 
prices, while the simultaneous wage increases, amounting 
on the average to 10 per cent, added to the upward pres 
sure on prices, so that the cost of living index for June 
was 110. In addition, an adjustment of farm income is 
due in August, under a new decree which states that, in 
principle, farm income is tied to wage earners’ income in 
such a way that a 1 per cent rise in wages will result in 
an 0.85 per cent rise in farm income. As a result of the 
general wage increases last spring, farm income will be 
increased beginning September by an estimated Fmk 7-8 
billion. If this compensation is given to farmers in the 
form of higher producer and consumer prices of agricul 
tural products, it may—dependent on the nature of prices 

immediately cause a rise in the cost of living index by 
l-1'% points. If this happens, the index will in Septem- 


ber reach the critical 112 points which justifies new wage 


Europe 
U.K. Reserves and Exchange Rate 


U.K. gold and dollar reserves increased by $20 million 


during July, to $2,405 million, the highest figure since 
August 1955. Of the total increase, $16 million was 
received in defense aid from the United States; but since 
EPU settlements required gold payments of $28 million, 
the balance with the rest of the world outside the EPI 
was $32 million. 

The EPU deficit for July is estimated to be the largest 
since September 1955. It will require gold payments in 
August of $50 million, in addition to the monthly pay 
ment of $3 million on old debts. 

The sterling exchange rate has been under some pres- 
sure, and fell to $2.7814 on August 2. The official gold 
price in London reached a new record of 252s. Id. per 
fine ounce, equivalent to a dollar price of $35.10. The 
security sterling rate in New York fell to $2.62, largely 
on account of the liquidation of sterling security holdings 
by U.S. residents. 

Sources: The Financial Times, London, England, Au- 
gust | and 3, 1950. 


negotiations. The decree concerning farm income fur- 
ther stipulates that every general wage increase of at 
least 5 per cent shall immediately be followed by an 
adjustment of farmers’ income. 

In order to avoid undue competition between prices 
and wages, the Government in May instructed the Eco- 
nomic Council to draft a stabilization program before 
the end of June. 


the Council failed to agree upon a basis for the stabiliza 


Although the period was later extended, 
tion of prices and wages. So far, they have been con 
cerned mainly with the questions whether the compensa- 
tion due to farmers should be paid in full or at a reduced 
rate, whether wage earners should be given full or partial 
compensation for a rise in the cost of living index, and 
whether industry will raise prices to the full extent of 
the wage increase. Since the parties represented in the 
Economic Council have been unable to come to an 
understanding, the Council has now requested the Gov- 
ernment to settle the political question of the distribution 
of incomes and the point of time that could form an 
acceptable basis for the stabilization program. The mat- 
ter is at present under consideration by the Cabinet. 

Source: Bank of Finland, Monthly Bulletin, Helsinki. 

Finland, July 1956. 


U.K. Overseas Investments 


The Bank of England’s annual survey of U.K. overseas 
investments for 1954 shows the first major increase in 
U.K. holdings of overseas securities since the end of the 
war. The net increase in the nominal value of these 
holdings. which had been £35 million in 1953, rose to 
£111 million in 1954, and at the end of the year the 
total was £2,128 million. Most of the increase, £91 mil- 
lion, was accounted for by additional investment in the 
share capital of U.K. companies. Total interest and 
dividends earned by U.K. investments in foreign secu- 
rities covered in the survey amounted to £186 million 
in 1954, £25 million more than in 1953. 

Source: The Financial Times, London, England, Au- 
gust 1, 1956. 


Interest Rates of U.K. Building Societies 


The U.K. Council of the Building Societies Associa- 
tion has recommended to its members that the interest 
rate on fully paid shares should be raised from 3 per cent 
to 31% per cent, the rate on deposits from 2's per cent 


to 3 per cent, and the minimum rate on new advances 
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from 51% The recommendations 


per cent to © per cent. 
of the Council are not binding on members but they are 
usually accepted. Several of the largest societies have 
already announced their intention of applying the new 
rates. It has been clear for some time that the societies 
could not attract sufficient money at 214-3 per cent to 
enable them to finance a reasonable proportion of the 
very large demand for mortgages. 


Source: The Times, London, England, July 23, 1956. 


Irish Import Restrictions 


The rate for the special import levy imposed in Ireland 
in March on about 50 imported commodities of luxury 
type (see this News Survey, Vol. VIII, p. 310) was raised 
on July 25 from 371% per cent to 60 per cent, the prefer- 
ential rate being raised from 25 per cent to 40 per cent. 
An additional list of will be 


subjected to levies at the original rates of 37!% per cent 


almost 100 commodities 


and 25 per cent. The special rate of 15 per cent on 


imported motorcars is maintained, but commercial 
vehicles (except buses), which previously were exempt 
from this levy, are now included. Allowances for foreign 
travel have been cut by 25 per cent, and plans for the 
flotation of public loans by the Dublin Corporation and 
the state-backed electricity supply board and _ national 


have However, the 


transport company been canceled. 
Government will float another national loan of £20 mil- 
lion at attractive rates. In announcing these measures. 
the Minister of Finance stated that last year £204 million 
had been spent on imports, while exports had realized 
£110 million. Invisible receipts from tourist expenditure 
and emigrants’ remittances had amounted to only £58 
million, so that the country had failed to pay its way 
to the extent of £36 million. Because of rising costs, the 
value of cattle and agricultural exports dropped by £4.5 


million in the first half of 1956. 


Source: The Times, London, England, July 26, 1956. 


Trade Between Sweden and West Germany 


In a trade agreement between Sweden and West Ger- 
many covering the period up to July 1, 1957, provision 
is made for German deliveries of 2 million tons of coke, 
the same quantity as for the previous period. The nego- 
tiations were hampered by the shortage of coal and coke 
caused by the sharp rise in German iron and steel pro- 
duction. However, deliveries contracted for within the 
agreed quota, in addition to deliveries from other sources, 
ensure the Swedish supply until next spring. The quota 
for coal, of which Sweden buys only special qualities 


from West Germany, is also unchanged, at 360,000 tons. 
The discussions about the traditional Swedish agricul- 
tural exports to West Germany were eased by the fact 


that the question of exports of wheat had been settled 
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earlier by a 3-year agreement according to which Ger- 
many agreed to import 250,000 tons annually during the 
period August 1955-July 1958. 
slaughtering and for pork were increased, and the quota 
for butter seems 


probable that German imports of butter during the 12- 


The quotas for pigs for 


remained unchanged. However, it 
month period covered by the agreement will be substan- 
tial, and that Sweden will provide a share of these im- 
ports. As for industrial goods, satisfactory quotas have 
been agreed for the few Swedish commodities that have 
not yet been liberalized by West Germany. In the agree- 
ment, which is retroactive to July 1, Sweden has agreed 
on unchanged conditions for imports of automobiles 
from West Germany. 

Dagbladet, 
gust 1, 1956. 


Source: Svenska Stockholm, Sweden, Au- 


Index-Tied Bank Deposits in Finland 


Since the cost of living index in Finland had risen to 
110 (October 1951=100) in June, the value of deposits 
with a purchasing power guarantee, which had been in 
effect for one year, was adjusted. Deposit facilities with 
a purchasing power guarantee had been introduced in 
May 1955. The deposits had to be made for a period of 
and the 
30,000 


one 
kimk 


were to rise by 2 per cent or more over a certain base 


year, minimum deposit 


(US$130). 


permitted was 
If the cost of living index 


period, the value of the deposit in money terms would 
be increased proportionately. According to the agree- 
ment on such deposits, the banks were to cover the cost 
by levying a proportionate fee on borrowers. However, 
for the time being, the banks have decided to cover the 
cost themselves, as thus far it has been very small. 

The demand for such deposits was slight at first, and 
at the end of 1955 they amounted to only Fmk 0.3 billion. 
However, in view of the recent price increase, demand 
has grown, and at present the deposits amount to Fmk 8 
billion. Only the savings banks outside Helsinki, the 
credit associations, and the postal savings banks accept 
these deposits; the commercial banks ceased to accept 
them at the end of 1955 when index-tied deposits in 
commercial banks totaled Fmk 0.16 billion. 


Source: Hufvudstadsbladet, Helsinki, Finland, July 14, 
1956. 


West German Foreign Investments 


A recent publication of the West German Ministry of 
Economy shows that total German foreign investment 
authorizations reached DM 1,069 million at the end of 
June. (Since all licenses have not been used, the actual 
investment figures have been somewhat lower, but exact 
figures are available only on the basis of licenses author- 


ized.) Authorizations granted in 1955 totaled DM 409 
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million, exceeding the total of DM 396 million for the 
previous three years; and those granted in the first half 
of 1956 amounted to DM 304 million, an increase of 
about 50 per cent over the first half of 1955. 


The largest amount of German investments during the 
past four years went to Brazil, which received DM 215 
million; Canada received DM 140 million, the franc area 
DM 108 million, and the United States DM 97 million. 
Among European countries, Switzerland ranks first in 
the amount received, with DM 66 million. The industry 
whose foreign investment was the most substantial is 
iron and steel, which invested DM 196 million; next in 
importance are the chemical industries with DM 146 
million and the electrical industries with DM 126 million. 
Banks and holding companies invested DM 37 million. 
The dollar area accounted for about one fourth of all 
investments during the four-year period; but in the sec- 
ond quarter of this year, its share accounted for 37 per 
cent of the total. 
Source: Handelsblatt, 

1956. 


Diisseldorf, Germany, July 30, 


West German-Japanese Trade Agreement 


Under a new trade protocol signed by West Germany 
and Japan, Japanese imports from West Germany will no 
longer be governed by special bilateral quotas, but will 
be determined by the system of over-all import quotas. 
Japan agrees to accord to imports from West Germany 
the same treatment given to imports from the sterling 
area. Also, Japan will not insist on its contractual right 
to repay by deliveries of goods part of the outstanding 
debt of $12 million in the open account which was abol 
ished in September 1955; instead, the full amount is to 
be paid in cash in six installments by the end of 
June 1957. For German imports from Japan, the GATT 
free list now in force for trade with Uruguay. Chile, 
Brazil, and Finland will be applied. Import quotas have 


been fixed for a few marginal products, including toys, 


textiles, and porcelain. 

The new arrangement is expected to contribute to the 
expansion of trade between the two countries from the 
present $60 million a year to some $80 million, and may 
improve Japan’s unfavorable balance of payments. 
Sources: The Nippon Times, Tokyo, Japan, June 16 
1956: Handelsblatt, Dusseldorf, 
June 18, 1956. 


Germany. 


Greek Foreign Trade Policy 


At the recent OEEC session in Paris (July 17-19), the 
Greek Minister of stated that 


Greece had liberalized 97 per cent of its private imports 


Economic Coordination 


more than three years ago, and that imports effected by) 


the Government or public agencies are a very small part 


43 


of total imports. The Greek representative complained 
that Greek exports, consisting mostly of agricultural 
products, are still affected by the operation of public 
monopolies and by quantitative restrictions in other OEEC 
countries. 


Though the OEEC Council again refrained from ask- 
ing Greece to undertake a formal obligation to liberalize 
imports, the Government’s objective is to maintain pres- 
ent liberalization measures and also to liberalize the 3 per 
cent of private imports still subject to restrictions. When 
the OEEC Council discussed an automatic tariff reduction 
scheme, the Greek representative emphasized that tariffs 
remain the only means far Greece to protect its growing 
industry and to increase employment. The Government 
is actively considering revision of the tariff which was 
introduced at the beginning of the interwar period (be- 
fore the significant industrial expansion of the 1930-40 
period) and no longer corresponds to the economy’s real 
needs. Having taken into account its special conditions, 
the OEEC Council exempted Greece from the obligation 
to lower tariffs when the automatic tariff reduction plan 
becomes effective. Greece was also exempted from the 


obligation to discontinue 


export promotion schemes 
through the restitution of customs duties on imported 
raw materials and through specific reductions of social 


security charges. 


Source: Naftemboriki, Athens, Greece, July 26, 1956. 


Price Control in Turkey 


Legislative measures recently 


introduced in Turkey 
have significantly strengthened price controls. The Gov- 


ernment has 


been granted authority (which may be 
delegated to local governments, prefects, or chambers 
of commerce) to determine production and other costs, 
as well as profit margins, in transactions on all goods, 
domestic or imported. Unless otherwise determined by 
the authorities, profit margins on imported goods have 
been set at 20 per cent for importers, 10 per cent for 
wholesalers, and 25 per cent for retailers. Businessmen 
must issue an invoice (in a specified form) for every 
transaction of more than LT 2.50; they are also required 
to maintain and to show to the authorities, upon request, 
lf a 
trader is unable to satisfy a customer’s demand, he must 


provide him with a written statement to this effect. All 


all documents pertaining to any given transaction. 


commodities must bear detailed price tags. 


Penalties for violations of the new regulations include 
prison terms of up to 30 years and penalties of up to 
LT 50,000. Any person giving information on illegal 
price or other practices would receive up to 25 per cent 
of the fine imposed on the violator. The Parliament is 
reported to have voted a special appropriation to cover 


expenses connected with enforcement of the new regula- 





14 


INTERNATIONAL FINANCIAL News Survey, August 10, 1956 


LL 


tions, including the organization of a special corps of 
1,000 controllers and inspectors. 


It has been reported that, following enactment of the 
new measures, there were declines ranging from 10 per 
cent to 50 per cent in many prices, notably those of import 
goods and commodities that were for the first time sub- 
jected to price control. It has also been reported that, 
in many instances, the public made mass purchases ex- 


ceeding normal requirements. 


Le Journal d’Orient, Istanbul, Turkey, various 
Naftemboriki, Athens, Greece, July 23, 


Sources: 


issues; 


1956. 


Middle East 


Jordan's Cereal Exports 


The export of 40,000 tons of cereals from the 1955-56 
crop, as recommended by the Cereals Office of Jordan, 
has been authorized by the Council of Ministers. Export 
licenses will be given to Jordan exporters upon the pres- 
entation of appropriate credit documents. Exports must 
be effected through the port of Aqaba, and payment for 
the cereals must be received in sterling. 

For the last few years, Jordan has been a net importer 
of cereals, importing primarily wheat and flour and ex- 
porting barley. Imports of wheat and flour totaled 36,473 
tons in 1954 and 83,249 tons in 1955. Exports of cereals 
in 1954, a good crop year, were 19,444 tons, and in 1955 
they were negligible. The 1956 harvest, however, prom- 
ises to be good. 


Source: Le Commerce du Levant, Beirut, Lebanon, 


July 7. 1956. 


Kuwait Oil Tanker Company 


\ Kuwait Oil Tanker Company with a capital of £3.7 
million has been formed under the auspices of the Kuwait 
The Gulf Oil Company and the British 
Petroleum Company, owners of the Kuwait Oil Company, 


Government. 


are cooperating with the new Kuwait Tanker Company. 


Source: Middle East Economist and Financial Service, 


Forest Hills, N.Y.. July 19, 1956. 


Foreign Investments in Syria 


The number of foreign enterprises registered in Syria 
as of July 10, 1956 is reported as 12,350 agencies and 
branches and 172 joint stock companies. Of the total 
capital of these enterprises, about LS 15 million was 
invested in commercial activities and LS 10 million in 
banking operations. 

Source: Le Commerce du 
July 11, 1956. 


Levant, Beirut, Lebanon, 


Oil Production in Iran 


Oil production in Iran during June amounted to 2.26 
million tons, bringing total production during the first 
half of 1956 to 12.14 million tons. Total production in 
1955 was about 16 million tons. Petroleum refined in 
the Abadan Refinery during the first half of 1956 


amounted to 4.96 million tons. 


Source: Le Commerce du Levant, Beirut, Lebanon. 


July 28, 1956. 


Construction of Dam in Pakistan 


\ contract was signed on June 22 by the Government 
of Pakistan and representatives of the International Co- 
operation Administration (ICA) and the International 
Engineering Company of San Francisco for the con- 
struction of the Karnaphuli Dam in East Pakistan, which 
will cost about US$68 million. ICA has already approved 
$12.7 million for the project. The Government has set 
aside the equivalent of more than $10 million for excava- 
tion of the dam site and other preparations for con- 
struction, and will supply the necessary local currency 
financing—a total equivalent to about $30 million. It is 
estimated that an additional $25 million in foreign 
exchange will be required to complete the project. 


Source: Dawn, Karachi, Pakistan, June 24, 1956. 


Far East 


India's Balance of Payments in 1955-56 


An article published in the June 1956 issue of the 
Reserve Bank of India Bulletin reviews India’s balance 
ended 
March 31, 1956, the last year of the First Five Year 
Plan. 


donations, in 1955-56 was Rs 207 million (US$43.5 mil- 


of payments position during the fiscal year 


The current account surplus, including official 


lion), compared with Rs 83 million ($17.4 million) in 
the previous year. This improvement was due entirely 
to transactions with the dollar area, the current surplus 
with which increased by Rs 342 million; the payments 
position with the sterling area, the OEEC countries, and 
the rest of the non-sterling countries worsened by Rs 119 
million, Ks 89 million, and Rs 10 million, respectively. 

Exports during 1955-56 rose by 7.6 per cent, from 
Rs 5,966 million in 1954-55 to Rs 6,422 million in 
1955-56. This expansion occurred in spite of a fall in 
export prices, and was due to increased shipments to the 
OEEC group, the dollar area, and the rest of the non- 
sterling countries; 
slightly. 


exports to the sterling area declined 


Imports valued at Rs 7,477 million were 9.7 per cent 
higher than in the previous year, owing partly to a rise 


in import prices. Imports from the OEEC group, the 
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a 


dollar area, and the rest of the non-sterling countries 
increased, but there was a slight fall in imports from the 
sterling area. 

Net invisible receipts were Rs 330 million greater than 
in 1954-55. This substantial addition was mainly on ac- 
count of an increase of about Rs 300 million in official 
donations. 


The current account surplus of Rs 207 million, to- 
gether with unidentifiable receipts of Rs 28 million 
(listed under errors and omissions), more than offset a 
capital outflow of Rs 85 million, so that India’s foreign 
exchange reserves, consisting of the assets of the Reserve 
Bank of India, government balances, and authorized 
dealers’ holdings, increased by Rs 150 million, compared 
with a fall of Rs 172 million in 1954-55. At the end of 
March 1956, the reserves were Rs 8,426 million ($1.77 
billion). India’s foreign exchange liabilities rose by 
Rs 51 million, in spite of a fall of Rs 71 million in lia- 
bilities to the International Monetary- Fund, mainly on 
account of an increase in authorized dealers’ liabilities. 
Net reserves showed a rise of Rs 99 million, against a 
At the 


end of the fiscal year 1956, net reserves amounted to 


fall of Rs 59 million during the previous year. 


Rs 7,620 million ($1.60 billion), gold being valued at 
the Indian statutory price of Rs 21-3-10 per tola (ap- 
proximately $11.90 per ounce). 

Reserve Bank of India, /ndian News Digest, 
Bombay, India, July 1, 1956; Embassy of India, 
Indiagram, Washington, D.C., July 9, 1956. 


Sources: 


Ceylon’s Budget 


The budget of the Ceylon Government for the fiscal 
year beginning October 1956, as presented by the Min- 
ister of Finance, estimates expenditure at Rs 1,357.4 
million and revenue at Rs 1,207.6 million, including the 
additional income from the proposed increases in taxes. 
The anticipated deficit of Rs 149.7 million would be met 
by domestic borrowing and drawing on the Government's 
cash balances. Compared with the current fiscal year, 
expenditure shows an increase of Rs 153 million and 
revenue an increase of Rs 64 million. 


The company income tax rate will be increased by 5 
per cent, to 39 per cent per annum. The first Rs 30,000 
income of a resident individual is to be divided into six 
parts of Rs 5,000 each, instead of five parts of Rs 6,000 
as at present; five of the parts will be taxed at the rates 
applying to the present five parts, and the sixth part will 
be taxed at 40 per cent. The first Rs 10,000 in excess of 
Rs 30,000, which is now taxed at 40 per cent, is to be 
taxed at 45 per cent. There will be increases in the rate 
of estate duties, ranging from a 2 per cent increase for 
estates valued between Rs 500,000 and Rs 600,000 to a 
10 per cent increase for estates of over Rs 5 million. A 


new tax of 15 cents per gallon will be imposed on diesel 


oil, but this will not apply to re-exports for bunkers. 
The import duties on cars valued at more than Rs 8,000 
are to be increased. The export duty on plumbage is to 
be raised from Rs 1 to Rs 2.50 per cwt. 

The export duty on cocoa is to be reduced from 
10 Ceylon cents per pound to 25 cents. There will also 
be reductions in transfer fees on secondhand cars and 
in duties on imports of jams, marmalades, perfumed 
spirits, cosmetics, toilet preparations, components of 
radio sets and agricultural machinery, including tractors, 
and all weaving and spinning machinery. Yarns and 
synthetic fibers will bear nominal rates of duty. 
Sources: The Financial Times, London, England, July 11 
and 13, 1956. 


Chainat Irrigation Project in Thailand 


\ part of the Chainat irrigation project in Thailand, 
for which a loan was granted in 1950 by the Interna- 
tional Bank for Reconstruction and Development, has 
being utilized. The whole 
project is expected to be completed by 1959. When com- 


pleted, the project will prevent floods, improve water dis- 


been finished and is now 


tribution in the central plain, increase the electric power 
supply, and expand paddy production by 700,000 tons. 
The dam will make possible an increase in the area 
planted to soya beans, which is expected to yield 100,000 
tons of beans for export. 


Source: The Bangkok Post, Bangkok, Thailand, Mav 9, 
1956. 


National Income of Viel-Nam 


The national income of undivided Viet-Nam amounted 
to 102 billion piastres in 1954, equivalent to US$2.914 
On the basis of a 
population of 25 million, the per capita income was 


equi alent to $117. 


million at the official exchange rate. 


lhe gross national product of Viet-Nam in 1954 is 
estimated at 114 billion piastres; 24 per cent is at- 
tributed to agriculture, 20 per cent to trade, 7 per cent 
to industry, and 7 per cent to fisheries. 


Source: 


Banque Nationale du Viet-Nam, Supplement du 
Bulletin Economique, FEstimations du Revenu 
National du Viet-Nam en 1954, Saigon. Viet- 
Nam, 1956. 


Taiwan-France Trade Agreement 


Trade of an annual value of US$10 million in each 


direction is provided by a revised trade agreement con- 


cluded on May 4 by the Governments of France and the 


Republic of China. The open account swing balance of 


US$1.5 million, in operation since May 1954 under the 


old trade agreement and its supplementary payments 
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agieement, was closed; payment by both parties must 
now be made on a cash basis. 

The principal export from Taiwan under the revised 
agreement will be green tea valued at $7 million. Imports 
from France will consist of chemical fertilizers, machin- 
ery, and various other manufactured products. The ex- 
tent of Taiwan’s purchases under the agreement and the 
attainment of the proposed trade levels will be geared 


to the amount of France’s purchases of green tea. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., July 2, 1956. 


Taiwan's Highway Construction 


Taiwan began on July 7 the construction of an east- 
west cross-island highway which, when completed, will 
not only provide an essential overland link between the 
western and eastern coasts but will also open up the 
east coast area for industrial development. The region 
through which the road will be built has large reserves 
of gold, copper, and iron ores; water power sufficient to 
200,000 kilowatts arable 
land estimated at about 2,000 hectares; and some 1,400 


generate of electric power; 
hectares which might be suitable for cattle raising. 
Source: Chinese News Service, Press Release, New York, 


N.Y., July 10, 1956. 


Japanese Foreign Trade 


Customs statistics indicate that Japanese exports dur- 
ing the first half of 1956 amounted to $1,159.8 million, 
and that imports were $1,499.5 million. Exports were 
30 per cent above those in the corresponding period of 
1955, and imports increased by 22.8 per cent. 

There were marked increases in exports to the dollar 
and sterling areas. Greater shipments of vessels, machin- 
ery, and textile goods contributed to the rise in exports 
to the dollar area, while textile goods, fish and fish prod- 
ucts, food, and beverages were the major factors in the 
increase to the sterling area. A substantial increase in 
imports from the sterling area was accounted for mainly 
by food, beverages, textile raw materials, and metal ores. 
Imports of mineral fuels and metal ores from the dollar 
area increased, but imports of food and beverages de- 
creased. Imports from the open account area declined. 

Among exports, cotton fabrics ranked first, represent- 
ing 11.2 per cent of total exports; iron and steel com- 
prised 10.1 per cent; vessels, 9.3 per cent; fish and fish 
products, 5 per cent; clothes, 4.8 per cent; spun rayon 
fabrics, 4.5 per cent; rayon filament fabrics, 3.7 per cent; 
metal products, 2.8 per cent; chemical fertilizers, 2.4 
per cent; and toys, 2.1 per cent. 

The chief import item was raw cotton, comprising 15.9 
per cent of total imports; next in order were petroleum 
(9.8 per cent), wool (7.1 per cent), rice (5.3 per cent), 


iron and steel scrap (4.7 per cent), sugar (4.5 per cent), 
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wheat (4.3 per cent), iron ore (4.0 per cent), soybeans 

(3.0 per cent), and coal (2.9 per cent). 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, July 21, 1956. 


Indonesian Export Bonuses and Import Restrictions 


With effect from August 6, the Indonesian Government 
has introduced a new system of export bonuses to stimu- 
late export trade. The bonuses will range from 3 per cent 
to 20 per cent of the f.o.b. proceeds of about 30 different 
export products, including rubber, copra, coffee, tea, and 
sugar. The bonuses for rubber range from 3 per cent 
for unsmoked sheets to 8 per cent for processed rubber. 


The issuance of new import licenses has been sus- 


SEVENTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the seventh in the series prepared 
in accordance with Article XIV of the Fund Agree- 
ment. It points out that the world payments situa- 
tion in general continued to show improvement, and 
that progress in the relaxation of restrictions was 
probably greater in 1955 than in 1954. Many coun- 
tries reduced their restrictions, and even those faced 
with balance of payments difficulties were able, for 
the most part, to avoid the reintroduction of exchange 
restrictions, using instead fiscal and monetary meas- 
ures. There was a corresponding lessening of em- 
phasis on discrimination and strict bilateralism and, 
in some countries, decreased reliance on multiple cur- 
rency practices. The Report indicates the increased 
international use of the transferability of certain 
leading currencies and the simplification of exchange 
controls, and gives examples to show the trend away 
from bilateralism. On the other hand, it is pointed 
out that most countries still retain the machinery of 
exchange control, and that many discriminatory re- 
strictive practices still remain. 

The second part of the Report consists of a series 
of country surveys describing the exchange systems 
of all Fund members, 11 of which do not have any 
exchange restrictions under Article XIV of the Fund 
Agreement. Comparable surveys of the exchange 
systems of certain nonmember countries are also in- 
cluded. These divided under various 
headings giving the basic exchange rates, the nature 
of the exchange system, the authorities that adminis- 
ter the controls, the arrangements which apply to 
settlements with other countries, the operation of 
the accounts of nonresidents, and the requirements 
affecting payments for import, export, invisible, and 
capital transactions, and concludes with a chrono- 
logical listing of the more significant changes in ex- 
change practices that took place during 1955. 


surveys are 
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pended until further notice, except in respect of rice 
imports and imports of wheat from Australia. 


Source: The Journal of Commerce, New York, N.Y., 
August 7, 1956. 


Indonesian Monetary Reserve Ratio 


The Indonesian Monetary Board has reduced from 20 
per cent to 15 per cent the legal minimum ratio of 
gold and convertible exchange to the note issue and 
other current liabilities of the Bank Indonesia; the lower 
ratio is effective for three months from July 11. The 
measure was adopted because Indonesia’s gold and 
convertible foreign exchange reserves had declined from 
$253 million on December 31, 1955 to $132 million on 
July 11, 1956, owing to adverse balance of payments 
developments, and the monetary reserve ratio had ac- 
cordingly fallen from 29.1 per cent to 19.9 per cent. The 
statutory minimum reserve ratio had been similarly 
lowered to 15 per cent in an emergency situation for a 
period of three months beginning July 12, 1954 (see this 


Vews Survey, Vol. VII, p. 187). 
Source: Indonesian 


July 13, 1956. 


Observer, Indonesia, 


Djakarta, 


United States 


U.S. Customs Legislation 


The U.S. Customs Simplification Act of 1956 was 
signed by President Eisenhower on August 2. The new 
Act changes the basis for valuation of imports to export 
value; heretofore, the Customs Bureau appraised import 
goods on the basis of both foreign and export value and 
then used the higher valuation as a basis for duty as- 
sessment. A qualifying amendment limits the application 
of export value to those imports whose value would not 
be reduced more than 5 per cent. When its application 
would result in a greater reduction, the old dual formula 
will continue to be applied. The President stated that 
the new valuation procedure “will do than any 
other single measure to free the importation of merchan- 
dise from customs complications and pitfalls for the in- 


experienced importer.” 


more 


Source: The Journal of Commerce, 
August 3, 1956. 


New York, N.Y.. 


U.S. Agricultural Exports 


U.S. exports of farm commodities in the fiscal year 
1956 were valued at $3.5 billion, a 10 per cent rise over 
1955. If raw cotton is excluded, the increase over 1955 
was 25 per cent. Cotton exports fell by 55 per cent 
owing to foreign underpricing and to the expectation of 
lower U.S. prices under the U.S. Government cotton dis- 


posal program. The value of exports of grain, and also 
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of fats and oils, was one-third higher than a year earlier. 
Foreign shortages resulting from unfavorable growing 
conditions, as well as generally favorable economic con- 
ditions abroad, were important factors in this increase. 
Shipments of surplus commodities against foreign cur- 
rencies under Public Law 480 accounted for 28 per cent 
of all wheat exports, 23 per cent of cotton, 50 per cent 
of cottonseed and soybean oils, and 13 per cent of 


tobacco. 


Source: Department of Agriculture, Foreign Agricul- 


tural Trade Digest, Washington, D.C., July 1956. 


Latin America 


Increase in Chilean Customs Surcharge 


To adjust for changes in the value of the paper peso, 
following establishment of a free exchange rate, the 
Chilean Government has increased its customs surcharge, 
raising the gold peso-paper peso conversion rate from 
65.5 to 98.6. Chilean customs duties stated in gold pesos 
are converted to paper pesos at this rate. The rate of 


conversion of gold pesos to dollars remains fixed at 1 gold 
peso to US$0.2060. 


On July 26 the paper peso was quoted at approxi- 
mately 495 pesos per dollar. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., August 6, 1956. 


New Exchange System for Uruguay 


\ new exchange system became effective in Uruguay 


as of August 4. 


Most export proceeds will continue to 
be purchased by the central bank and at a rate of 
Ur$1.519 per U.S. dollar. However, under the new sys- 
tem, which establishes a certificate market for commer- 


cial transactions, exporters will be permitted to retain 


varying percentages (11 in number) of their foreign 


exchange earnings for sale to importers. Imports of 


essential raw materials, fuels, agricultural serums. con- 


be effected 
without import permits and with exchange purchased 
from the central bank at Ur$2.10 per dollar. Most re- 


struction materials, and essential foods will 


maining imports will be effected under a quota system 
with exchange purchased in the certificate market. The 


rate for imports in the certificate market is not yet known. 


Essentially, the new system is interpreted as represent- 


ing a devaluation and a freer system of trade. 
New Y ork, N.Y.. 


Source: The Journal of 


1956. 


Commerce, 


August 7, 


Economic Situation in Argentina 


The greatest progress in the Argentine program for a 


transition from controls to the re-establishment of price 
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mechanisms and economic freedom has been in relation 
to the country’s international economic relations. An 
attempt to abolish domestic price controls was not suc- 


cessful. 


The precise effects of devaluation on the external pay- 
ments situation can still only be estimated, because of 
the long delay in the publication of official foreign trade 
statistics. The trade 1955 is 
million (exports being estimated at US$965 
million and imports at US$1,090 million), which is more 


deficit for estimated at 


US$125 


October 1955 (see this News Survey, Vol. VIII, p. 165). 


During the first five months of 1956, the volume of ex 


favorable than was assumed in the Prebisch report of 
I 


ports was less than in the corresponding period of 1955 
Chere are no global data on imports, but as the Argentine 
Central Bank’s reserves declined by nearly US$80 mil 
lion in the first five months of 1956, it may be concluded 
that tae trade balance has continued to be unfavorable. 

Exports of meats, hides and skins, wool, fresh fruit. 
oats, and barley have increased, but other exports, espe- 
cially of wheat, have declined as a consequence of smalle: 
crops. The effects of larger exports of maize and oilseed 
will not be felt until the second half of 


increases would have to be large if equilibrium in the 


the vear, but 


trade balance is to be established for the year as a whole. 

Export prospects for 1957 are reported to be better. 

he price increases of 40 to 80 per cent for basic crops 
introduced by the Government at the end of 1955 could 
influence sowings of only maize and sunflower. Agricul- 
tural prices have recently been raised again by percent- 
ages varying from 8 to 18, and the main crops in 1957 
are expected to be larger than in 1956. Price incentives 
are not enough, however, and, in view of the present 
unfavorable price developments for foodstuffs and raw 
materials, a reduction in the costs of farm production is 
The Prebisch stated that the 
normalization of Argentine trade required an increase in 


exports from the present level of US$1 billion to US$L.5 


desirable. report, which 


billion by 1960, estimated that farm machinery imports 
of about US$200 million are needed over the next three 
to five years. 

During the first half of 1956, the money supply in- 
creased from M$N 60 million to M$N 64 million, a figure 
which is within the forecast of the Prebisch plan. Since 
the end of April, the money supply has declined slightly, 
a movement which, taking into account higher prices 
produced by the devaluation and increases in salaries, 
has helped to strengthen the free market exchange rate. 
The appreciation of the peso has weakened the stimulus 
to export certain commodities, such as fruit, cotton cloth, 
porcelain, and crystal ware, the proceeds from which are 
surrendered at the free market rate. 

The free exchange rate, which by the end of February 
had fallen to about 42 pesos per U.S. dollar, has since 


recovered sharply, the rate at the end of June being 32 
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pesos per dollar. This has been attributed 


mainly to three developments that should eventually make 


a sizable contribution to the solution of the Argentine 


recovery 


payments gap. The introduction of a much more favor- 
able rate of exchange has stimulated Argentina’s minor 
exports, thereby adding substantially to the amount of 
foreign exchange flowing into the market. The 


measures to keep imports on an austerity basis, pending 


free 


the re-establishment of the country’s economic health, 
have kept at modest levels the demands made on the free 
market for foreign exchange in respect of payments for 


less essential products. And with the improvement in 


Argentina’s long-term economic prospects, more foreign 


exchange has been flowing into the free market in con- 
nection with capital transfers. It was recently officially 
stated that, since the present Government came to power, 
more foreign investment money has reached Argentina 
than in the period between the inauguration of the for 
eign investment law of 1953 and the establishment of the 


present Government some two years later. 


The free Argentine peso was quoted in New York on 
August 6 at about 28 pesos per U.S. dollar. 


The cost of living index, which is based on essential 
items used by unskilled workers, rose by 12 per cent 
between October 1955 and May 1956. If less necessary 
items are included, the increase in the index since last 


fall is estimated at from 35 to 40 per cent. 


Price increases have recently produced demands for 
higher wages. The policy of the Government is that in- 
creases in wages should be absorbed in entrepreneurs’ 
profits or matched with increases in productivity, but 
not shifted to prices. Trade unions, however, are request- 
ing wage increases (from 65 to 135 per cent) much 
higher than the increase in the cost of living, and in wage 
negotiations employers consider productivity as a sep- 
arate problem. 


Sources: The Financial Times, London, England, July 20, 


1956; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, July 24, 1956; The Wall Street Journal, 
New York, N.Y., August 7, 1956. 
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